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Guidance on Complying with Government Auditing Standards 

Reporting Requirements for the Report on Internal Control for 

Audits of Certain Entities Subject to the Requirements of the 

Sarbanes-Oxley Act of 2002 and Government Auditing Standards 

 
 
Certain companies subject to the Securities Exchange Act of 1934 (“issuers”) may be 
required to have an audit conducted in accordance with standards issued by both the 
Public Company Accounting Oversight Board (PCAOB), as required by the Sarbanes-
Oxley Act of 2002, and the Comptroller General, as contained in Government Auditing 
Standards (GAGAS).  Some examples include lending institutions that participate in 
federally-sponsored loan programs such as housing and education.  For such entities, 
auditors must meet the requirements of both sets of standards in conducting their work. 
 
Government Auditing Standards may be used in conjunction with professional standards 
issued by other authoritative bodies, such as PCAOB, even though these standards are 
not incorporated into GAGAS.  GAO recognizes that the use of different standard setters’ 
frameworks for assessing control deficiencies could result in inconsistencies in reporting 
on internal control under GAGAS.  In order to facilitate reporting of internal control 
deficiencies identified during audits conducted under both PCAOB and GAGAS 
standards, to ensure the consistency of information included in the GAGAS report on 
internal control, and to assist auditors in complying with GAGAS, GAO is providing the 
following guidance: 
 
• Auditors may prepare the GAGAS report on internal control (see paragraphs 5.12 

through 5.16) based on the definition of “material weakness” contained in PCAOB’s 
Auditing Standard No. 2—An Audit of Internal Control Over Financial Reporting 
Financial Reporting Performed in Conjunction with An Audit of Financial Statements 
rather than on the terms “reportable condition” and “material weakness” contained in 
the American Institute of Certified Public Accountants’ (AICPA) Statements on 
Auditing Standards.  This will provide a consistent basis of reporting material 
weaknesses between the GAGAS report on internal control and the auditor’s opinion 
on management’s assessment of the effectiveness of the company’s internal control 
over financial reporting, commonly referred to as the Section 404 report, as required 
by the Sarbanes-Oxley Act and PCAOB standards. 

 
• To ensure consistency in the type of information that is included in GAGAS reports 

on internal control, auditors who prepare the GAGAS report on internal control using 
the PCAOB’s definition of “material weakness” should also include in their report any 
other “significant deficiencies,” as defined in PCAOB Auditing Standards No. 2, that 
would have otherwise been considered to be a “reportable condition” if the 
definitions in AICPA standards had been used.  Such reporting will satisfy the 
requirements of paragraph 5.13 of GAGAS. 
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• Control deficiencies that meet the definition of “significant deficiencies” as defined in 
PCAOB’s Auditing Standard No. 2 but not reported in the GAGAS report on internal 
control should be included in the management letter required by paragraph 5.16 of 
GAGAS, along with any other control deficiencies noted unless clearly 
inconsequential. 

 
• If auditors elect to prepare the GAGAS report on internal control on the basis of the 

definition of “material weakness” contained in PCAOB’s Auditing Standard No. 2 
rather than the AICPA’s definitions of “material weakness” and “reportable 
condition,” the GAGAS report on internal control should clearly state that the PCAOB 
standards and definitions were used, describe the scope of work performed, and 
provide appropriate definitions of PCAOB terminology.   

 
• Auditors are reminded that they are required to comply with all other relevant 

GAGAS requirements related to reporting deficiencies in internal control, including 
developing findings to the extent possible (see paragraph 5.15), providing 
recommendations for corrective action if findings are sufficiently developed (see 
paragraph 5.15), preparing a management letter addressing all other control 
deficiencies not included in the report on internal control unless clearly 
inconsequential (see paragraph 5.16), obtaining views of responsible officials (see 
paragraphs 5.25 through 5.30), ensuring appropriate report distribution (see 
paragraphs 5.34 through 5.38), etc.  

 
The AICPA’s Auditing Standards Board is currently conducting a project to reexamine its 
framework for assessing control deficiencies and draft changes to the related standards.  
GAO will evaluate the impact of the resulting changes on GAGAS and issue additional 
guidance, if necessary, at a later date. 
 
For additional information or for questions related to this guidance, please contact  

 

• Michael C. Hrapsky at (202) 512-9535 

• Marcia B. Buchanan at (202) 512-9321 

• Jeanette M. Franzel at (202) 512-9406 
 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


